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NOTICE TO READERS: 


WEST EUROPE DAILY REPORT Economic Review Supplement is a series published 
by FBIS Europe/Latin America Group featuring brief summaries of foreign media reports on 
topical issues, compiled from the most recent sources available to FBIS. 


The Economic Review Supplement is intended to supplement coverage of European 
economic issues by the FBIS DAILY REPORT and other FBIS publications. Foreign news, 
feature, and editorial reports selected for summary in this publication normally do not appear 
in other FBIS publications. 


The Economic Review Supplement focuses on international, national, and regional 
economic issues, such as economic competitiveness, regional economic integration, 
economic reforms and other changes in economic policies, and foreign trade and investment. 


The Economic Review Supplement is a U.S. Government publication. Its contents in no way 
represent the policies, views, or attitudes of the policies, views, or attitudes of the 
U.S. Government. All comment or analysis contained herein is attributable to the cited media 
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FEATURE 
Italy: Pressure Mounting To Rejoin EMS 
95P20838A 


{[FBIS Media Note] Recent reports in the Italian press 
have focused on whether the lira should rejoin the 
European Monetary System (EMS) and if so, how 
soon. Reports citing EU officials and member state 
representatives indicated that Italy's EU partners are 
getting impatient with Italy’s reluctance to reenter the 
EMS. The EU countries, particularly France, appear 
to be concerned about the increased trade competition 
inherent in a cheaper lira. Since leaving the EMS in 
September '992, the lira has devalued by almost 40 
percent against the mark. Milan's CORRIERE DELLA 
SERA surveyed the business community and found 
opinions split between rejoining and allowing the lira 
to float. Despite pressure to rejoin, Italian Government 
officials do not appear ready to do so, according to press 


reports. 
BUSINESS, PUBLIC OPINION 


Italian businessmen acknowledge that the lira’s exit 
from the EMS, and its resulting devaluation, have 
proven profitable for most Italian businesses, but they 
also admit that the situation is beginning to annoy Italy's 
EU partners, especially the French, who resent the 
competitive pressure from cheap Italian imports caused 
by the devalued lira, according to a survey highlighted 
in an article in Milan's CORRIERE DELLA SERA on 5 
June. However, the businessmen had different views on 
the advantages or disadvantages of rejoining the EMS, 
depending in part on whether their companies traded 
mainly in marks or dollars. The General Confederation 
of Italian Industry (Confindustria), Olivetti’s Carlo De 
Benedetti, and Fiat's Giovanni Agnelli believe the lira’s 
excessive devaluation against the is beginning to 
prove counterproductive. They t out that European 
importers now know that Italigns are earning huge 
profits on their exports and are aSking for discounts. In 
addition, these businessmen said the lira’s continuous 
fluctuations are making it difficult for companies that 
producing items such as machine tools, which take 
longer to manufacture. These businessmen believe that 
the lira should rejoin the EMS as soon as possible to 
stabilize the markets. 


However, those businesses which trade mainly in dol- 
lars, such as the National Hydrocarbons Corporation 
(ENI), are cooler to the idea of an early reentry, the ar- 
ticle noted. Francesco Averna, president of the Averna 
industrial group, said he fears that a premature reentry 
of the lira ino the EMS at a time when the political 
situation is still “risky,” could bring on renewed attacks 
by speculators. 
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Foreign businessmen are more adamantly opposed to the 
lira’s devaluation. An article in the 8 June CORRIERE 
DELLA SERRA cited Germary’s Siemens company 
president, Heinrich von Piere, as saying that Italy's 
currency is forcing German industry to rethink its 
business practices to remain competitive and reported 
that Peugeot President Jacques Calvet wanted duties to 
be levied on goods sold in devalued currencies. 


LEADERS REACT 


EU member states and their officials were not unani- 
mous in wanting the lira to reenter the EMS. The 5 June 
article cited EU Commissioner Mario Monti as saying 
that the lira’s reentry into the EMS is both “desirable,” 
because it would help control inflation and restore cred- 
ibility to italy, and “possible” under certain conditions. 
The article claimed that the French Government was 
even willing to make concessions on the lira’s fluctu- 
ation within the EMS’s two bands in order to have it 
rejoin. Germany, on the other hand, does not want the 
lira back in the EMS until Italy has set its finances in 
order and has become more “German,” the article con- 
tended. 


However, despite the many statements pushing Italy 
to return to the EMS, press reporting indicates Italian 
officials do not seem likely to do make a decision 
any time soon. The latest annual report by Bank of 
Italy Governor Antonio Fazio contained no reference 
to Maastricht or the EMS, the 5 June article pointed 
out. In fact, a 10 June ANSAMAIL report stated that 
the Bank of Italy had just released figures showing that 
the lira depreciated less in ‘real’ terms and favored 
Italian exports less than nominal exchange rates make 
it appear, which allowed Prime Minister Dini to “brush 
off” criticism about the lira made by other EU member 
states at a Paris summit meeting on 9 June. 


Most EU finance and economic ministers believe the 
Italians are not making a real effort to rejoin the EMS, 
claimed the 8 June article. Referring to Dini's recent 
Statement that the government's aim was to rejoin 
the EMS at the end of the year, the article quoted a 
Netherlands Economic Ministry official who said that 
although that would be the right thing to do, he believed 
Dini was “forced” to make that statement. He, like other 
foreign ministers, felt that Italy's good intentions in this 
regard are merely a way of reassuring the EU partners 
over the de facto devaluation of the lira. 


Belgian Finance Minister Philippe Maystadt both feared 
and “threatened” that the Single Market will be confined 
to countries having the same currency and that some 
kind of customs barriers will be raised against the others. 
A French official warned that “Italy and the lira are 





This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














2 ECONOMIC REVIEW 


propelling the return to some level of protectionism in 
Europe.” 


The EU has gone as far as to offer Italy a “political” 
loan to help it respond to speculative attacks that are 
sure to follow should it rejoin the EMS, the 8 June 
article stated. But in spite of this, and support from 
other central banks, such attacks are not ruled out. The 
article speculated that this is why the Bank of Italy did 
not mention the EMS, a fact that has not gone unnoticed 
in Frankfurt. 


EUROPEAN UNION 
EU Decides on Database Protection 
95P20839A 


[FBIS Media Note] The EU has decided on legislation 
which will doubly protect databases, according to an 
article in LES ECHOS. The proposed EU directive will 
accord databases rights of authorship on the one hand, 
and on the other will protect the rights of the creators 
of the bases. The directive, which must still be formally 
adopted at the next Council of Ministers meeting, 
covers such information as archival data published on 
CD-ROM and compilations of stock exchange quotes 
collected in databases. Since the collection of this type 
of numerical data is not always sufficiently original 
to justify the application of authorship rights, the EU 
has decided that sort of data needed protection on its 
own merit. Consequently, the EU directive will protect 
company investment in compiling databases for 15 
years after its creation. It will give the creator of the 
database the right to forbid the unauthorized extraction 
or the re-use of all or part of its contents. “This law 
allows a legal vacuum to be filled in a number of 
countries, in France notably. and constitutes a means 
of fighting more efficiently against piracy,” concluded 
Michel Barnier, France's minister of European affairs. 
(Paris LES ECHOS in French 8 Jun 95 p 53) 


FRANCE 
Lellouche Opposes DASA-Aerospatiale Satellite 
Merger 
9SP20840A 


{[FBIS Media Note} Well-known military affairs com- 
mentator and an adviser to President Jacques Chirac, 
Pierre Lellouche, has voiced his opposition to the plans 
to merge Germany's DASA and France's Aerospatiale 
military satellite divisions, according to an article in 
LES ECHOS. Noting the long lasting nature of any such 
merger and the concern that it would do away with jobs, 
Lellouche contended that the plan for a 50/50 merger of 
the two would wind up transferring the management of 
the programs and the company to Munich. Speaking to 
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French union members in Cannes where he was running 
as a candidate for mayor, Lellouche stated that he saw 
no need to rush into such a strategic plan. The article 
added that Lellouche will ask Chirac to speak on the 
issue to workers in Cannes when he arrives there for 
the European summit on 26 June. (Paris LES ECHOS 
in French 8 Jun 95 p 6) 


Elite ‘Solidarity’ Cedes to Survival Instincts 
95P20840B 


[FBIS Media Note] The intensification of competition 
among French companies as the economy becomes 
more and more internationalized has weakened the tra- 
ditional “solidarity” among the elite, substituting for it 
a sense of survivorship, according to an article in LE 
FIGARO. The elite, both in the business community 
and in government, are products of the same special- 
ized schools and the same government “grands corps 
"bureaucracies which provide life employment to the 
chosen few. However, competition and deregulation 
have fostered conflict among these leaders and has “de- 
graded” the fraternal business ethics generally practiced 
not only at the top, but at all leveis in France. The lat- 
est example, among inany, of this conflict and the break 
in ranks is the complaint Credit Lyonnais has lodged 
before the courts against Societe Generale for “unfair 
competition and fraudulent advertising.” It is not only in 
the private sector where companies and their managers 
are turning on one another. The article points out that 
the head of government-controlled insurance giant AGF, 
Antoine Jeancourt-Galignani, for example, has publicly 
complained of his predecessor's, Michel Albert's, han- 
dling of business and has consequently distanced him- 
self from him. (Paris LE FIGARO Le Fig-Eco supple- 
ment in French 2 Jun 95 p IV) 


Usinor-Sacilor To Be Privatized 
95P20840C 


[FBIS Media Note] France's large steel producer. 
Usinor-Sacilor, will be privatized, according to an 
article in LA TRIBUNE DESFOSSES. CEO Francis 
Mer announced the schedule of the privatization, stating 
that it will be completed by 4 July. A public offer will 
be launched by mid-June and a final decision on a core 
group of shareholders will be made by 20 June. On 26 
June, share prices will be announced. Analysts estimate 
that the group will be valued at around 18 billion 
francs (Fr), an analysis which includes the Fr5 billion 
capital increase expected from the government when 
the company is put on the market, a sum negotiated 
with the Finance Ministry. 

The composition of the new shareholders has tentatively 
been set. The government, which now owns 80 percent 
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of the capital, will keep a “minimum” share of around 
10 percent. The employees should have around 4 to 
5 percent, the public around 15 to 18 percent, and 
the core shareholders around 15 percent. The rest, 
around 55 percent, will be sold to institutional investors. 
The core shareholders will include Credit Lyonnais (5 
percent, compared with 20 percent currently), EDF (4 
percent), and Air Liquide. Foreign investors will have 
minor percentages. Italy’s Lucchini and Malakof f will 
have | percent each and South Africa’s Samancor or 
Australia’s BHP may buy a small percentage. (Paris LA 
TRIBUNE DESFOSSES in French 2 Jun 95 p 12) 


Moet-Hennessy Targets Chinese Market 
95P20840D 


[FBIS Media Note] To accelerate its growth in Asia, 
the alcoholic beverage producer Moet-Hennessy has 
established a department devoted to the Asia- Pacific 
market, according to an article in LE FIGARO. The 
head of the new department, Mark Bedingham, will be 
based in Hong Kong to develop further Asian markets 
which have been a traditional profitmaking business 
activity for the group. He will have 700 employees, 
most of which will be marketing professionals but 
also local employees, to extend the companies presence 
throughout the region. Moet et Chandon, the champagne 
division of the company, has just signed an agreement 
with China's Mao Tai, a long- established, prestigious 
brand of alcohol. Moet et Chandon will help Mac Tai 
develop exports and to fight against brand piracy. In 
return, Mao Tai will give the French brands credibility 
in China. Furthermore, a group of oenologists are 
leaving for China to study the possibility of growing 
quality vines in that country. Henri de Pracomtal, 
president of the Hennessy division, stated that China's 
accession to GATT is essential for his company to 
assure fair trade treatment as is the issue of taxes, which 
constitute a significant obstacle to growth. In China, 
taxes represent 130 percent of the sale price. In Taiwan, 
where taxes are twice the amount for cognac as for 
scotch and three time higher than for U.S. whiskey, they 
are the main cause of French sales declines in 1994. 
(Paris LE FIGARO in French 80 May 95 p Vii!) 


GERMANY 
Siemens Chief on Firm’s Latest Projects 
AU060615.'995 


[FBIS Editcrial Report) In an interview with the daily 
DIE WELT, Siemens chairman Heinrich von Pierer 
spoke about the effect of politics on business and 
Siemens inroads into the microelectronics industry. He 
was concerned about the current debate in Germany 
about the future of nuclear power. Siemens is coop- 
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erating with the French company Framatome 220, to 
develop a new type of light water reactor, which von 
Pierer said should be ready for sale in about two years. 
He cautions, however, that if building such reactors is 
prohibited in Germany for political reasons, the French 
will rethink their cooperation with the Germans on such 
ventures and that would have serious consequences for 
German competitiveness. 


Von Pierer, who is head of the Asian-Pacific commit- 
tee was optimistic about the future of German exports 
to Asia. He acknowledged that human rights in China 
should be a factor in investment decisions, but con- 
tended that the situation in China was best influenced by 
engagement. He called Siemens 20 joint ventures there 
“small islands, where new thinking can be gradually in- 
troduced into China.” He also cited the example of the 
thousands of Chinese who are studying in the West. 


Although he admitted that German industry is falling 
behind technologically, von Pierer pointed to microelec- 
tronics as an area in which Siemens is becoming a world 
leader. The company is concentrating o~ the produc- 
tion of logistical circuits, an area he saw as not already 
dominated by the Americans or the Asians. Logistical 
circuits, according to von Pierer, are an important part 
of the telecommunications and automobile industries. 
Siemens is also ahead of its competitors is automation 
techniques, something which has made the German ma- 
chine industry more competitive by obviating the need 
to rely on Asian technology. (Berlin DIE WELT in Ger- 
man 6 Jun 95 p 14). 


Business Trying To Regain Lost Position in Latin 
America 


9SP20841A 


[FBIS Media Note] Germany is now making a concerted 
effort to regain the market share in Latin America that 
it had in the 1970's and 1980's, when it was one of 
the leading investors in the area. Until the mid 1980's, 
Germar investment in Latin America had been steadily 
creasing and Sao Paulo, Brazil, was the largest Ger- 
man industrial city, measured by the size of investment. 
Three out of every four marks invested in developing 
countries in the 1980's went to Latin America, which 
was the second most preferred investment location for 
German firms after North America. Now, however, Ger- 
man investment has shrunk to half its previous levels, 
and investment in Asia is on the rise. 


The German Government is hoping to reverse this trend 
by instituting a “Latin America concept” similar to its 
program in Asia. Economics Minster Guenter Rexrodt 
commissioned two economic institutes, the Ifo Institute 
for Economic Research and the Kiel Institute, to study 
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German foreign trade and what measvres the country 
must take to maintain its market share in Latin Amer- 
ica. In early June Rexrodt led a delegation of business- 
men to a Latin American conference in Argentina. The 
conference was sponsored by the Federation of Ger- 
man Industry, the German Industrial and Trade Associ- 
Chamber of Commerce and Trade. Business is hoping 
the conference will give new impetus to trade with Latin 
America. Rexrodt’s visit will be followed by the Brazil- 
ian president's visit to Germany in September and one 
in November by German President Roman Herzog to 
Brazil, where he will open a large German trade fair. 
(Bonn GENERAL ANZEIGER in German 3-4 Jun 95 p 
11) 


Government Upgrades Argentina’s Export Credit 
Rating 
AU 1006204295 


[FBIS Editorial Report] In an effort to increase in- 
vestment in Argentina, Economics Minister Guenter 
Rexrodt announced that Germany will upgrade its Her- 
mes export credit rating for Argentina from four to three 
on the risk scale, according to an article in SUED- 
DEUTSCHE ZEITUNG. Rexrodt’s announcement fol- 
lowed a conference he and Hans-Olaf Henkel, president 
of the Federation of German Industry (BDI) attended 
in Argentina on 9 June, entitled “Latin America Con- 
ference of German Industry. The conference, which was 
organized by the Federal Government, the BDI, the Fed- 
eration of German Chamber of Commerce and Trade 
(DIHT), and the German-Argentina Industry and Trade 
Chamber, was attended by more than 1,200 government 
and industry representatives. 

From the perspective of Argentina's and five other Latin 
American economics ministers who attended, German 
investment in the region is low, prompting them to ask 
the more than 100 German businessmen to increase 
investment in their countries. Argentina's President 
Menem complained that the Germans have so far not 
participated in the wave of privatizations in his country. 
Many Latin American countries are complaining about 
a lack of German initiative. However, BDI President 
Henkel responded that 11 percent—28 billion German 
marks of German foreign investment goes to Latin 
America and German subsidiaries in the region produce 
$45-50 billion worth of goods. Nevertheless, Latin 
America’s share in Germany's overall trade is only 2.4 
percent, Henkel acknowledged, and the German share 
ia Latin /\merica’s total imports has declined from 6.6 
to 5 percent since 1986, while the United States has 
been able to expand its share. Henkel added that there 
will be a follow-up conference next year in one of the 
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new laender. (Munich SUEDDEUTSCHE ZEITUNG in 
German 10-11 Jun 95 p 29) 


GREECE 


Civil Service Hiring Freeze Planned 
95P20842A 


{[FBIS Media Note] Minister of National Economy 
Yiannos Papandoniou and Minister of Finance Alekos 
Papadhopoulos will soon announce a freeze on civil 
service hiring until 1997, according to an article in | 
KATHIMERINI. During a meeting at which Bank of 
Greece Governor Loukas Papadhimou was also present, 
acceptable limits in recent months, it should be publicly 
pledged that civil service hiring will stop, except for sci- 
entific personnel and managers who will be selectively 
integrated into certain administrative positions in state 
companies and organizations. Those already hired will 
not be affected. Government sources stressed that the 
hiring freeze should be made public as soon as possible 
since hiring was still continuing in some parts of the 
government. Government agencies will also be ordered 
to list in detail all managerial jobs, as well as the of- 
ficials performing them, in order to identify positions 
which can be cut. The ministers also agreed to promote 
an in-depth review aimed at the modernization of pub- 
lic administration. ne meee oF ee 
May 95 p 22) 


Stock Exchange Seen Needing Reforms 
95P20842B 


[FBIS Media Note] The recent discovery that stock 
exchange commissioner G. Malakis'’s telephone had 
been tapped created a stir in stock market circles and 
highlighted a series of problems in that institution which 
include fraud, extortion, and large account deficits 
in certain stock market companies. Such practices 
have proliferated recently and have aggravated the 
problems of speculation and so-called “stock market 
games” that threaten investors and the transparency 
and trustworthiness of the stock exchange. The practice 
that lets private investors lend money to stock market 
companies at a monthly interest rate of 2-3 percent and 
receive a receipt testifying to the deposit of funds for the 
purchase of shares was recently denounced. Similarly, 
there have been accusations that certain stock market 
companies lend shares often belonging to some of their 
clients to other traders at a 2-3 percent monthly interest 
rate to allow them to cover their deficits. 


Since Malakis’s investigative powers are greater than 
even the state attorney's, and given his in-depth and un- 
paralleled knowledge of the stock market, the wiretap- 
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ping incident is acquiring important dimensions, high- Investment Bank 5.4 billion. The structure of 
lighting the need for measures that would strengthen OTE'’s liabilities reflects the organization's low compet- 


Malakis’s role. protect investors, and reaffirm public 
trust in the institution. (Athens | KATHIMERINI in 
Greek 28 May 95 p 53) 


Investment Subsidies Reported 
9SP20842C 


[FBIS Media Note) Private companies are 


Ee ee Se ae 
to an article in | KATHIMERINI. In the first half 


funds invested during all of 1994. During this period 
639 private investment plans were approved for a total 
of 234 billion drachmas. These which will 


ill create 
7,356 new jobs, will receive a government subsidy 


investment projects are in Greece, 15 were approved for 
Albania, involving a total of 1,358 million drachmas. 
Subsidized at the rate of 409 million drachmas, these 
projects will create 973 new jobs. It is expected that 
investors’ interest will remain high for the second half 


of 1995. (Athens | KATHIMERINI in Greek 2 Jun 95 p 
23) 


gence of other 
market. (Athens | KATHIMERINI in Greek 24 May 95 p 
21; 30 May 95 p 23) 


to establish procedures to monitor imports from third 


Simitis. Two large private wind energy plants will be 


geted at 2.17 billion drachmas, while the second will 
produce 10 MW. According to Simitis, the 15 MW of 
electricity represent 55 percent of the installed capacity 
of wind energy in Greece, including DE installations, 
which will save over | billion drachmas a year in fuel 
costs. (Athens | KATHIMERINI in Greek 20 May 95 p 
22) 


PORTUGAL 


Investments in Cuba Reported 
9SP20843A 


[FBIS Media Note] The Portuguese *nerico Amorim 
and the French Accor companies, the two largest cork 
and hotel groups in the world, have concluded an 
agreement to create a company that will manage five 
hotels in Cuba. The Habana and Varadero hotels will 
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SPAI i 
Multinationals Fight Telefonica for Market Share 
94P20844A 


[FBIS Media Note] Now that Spain's telecommunica- 
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try, multinationals have to take a long-term approach. 
In contrast to the data transmission industry which rep- 
resents only 50 billion pesetas, the voice transmission 
industry represents earnings of up to | tillion pesetas 
a year. Urqui explains that the battle to corner market 
share in the data transmission industry is minor in com- 
parison to the war ‘ct multinationals will wage when it 
comes time to stake a claim in the telephone industry. 


Companies are also positioning themselves in the Span- 
ish market to prove to their customers that they are able 
to provide their services worldwide, the article notes. 
Telefonica is behind its other competitors in terms of 
Negotiating agreements with foreign companies to set 
up a worldwide network. Recently, however, Telefonica 
acquired 25 percent of a consortium called Unisource 
to complete its European network. Unisource is cur- 
rently working on negotiations to ally itself with ATT 
to set up a network called Uniworld that would provide 
worldwide coverage. For their part, Sprint and France 
Telecom are currently conducting negotiations to form 
a joint-venture. In addition, France Telecom recently 
announced that it would invest 10 billion pesetas to 
heighten its profile in Spain and capture 10 percent of 


In the meantime, Telefonica is trying to fend off compe- 
tition, sometimes doing so based on unfair practices, the 
article contends. The article reports that BT representa- 
tives complained that after signing a contract with new 
customers, Telefonica tried to lure customers away from 
BT by offering a 10 percent discount for the same ser- 
vices. Telefonica still has a monopoly on Spain's cable 
network and by virtue of being the sole cable supplier, 
and can use it to “muscle its way into deals.” Because 
the cable network has not been deregulated, other com- 
panies must rent them from Telefonica. According to 
the article, thus far BT has been the only company af- 
fected in this manner. 


But other multinationals compiain of unfair business 
semeereerty hv ecermerteyoemangny + three geet 

unnamed multinationals focus on Telefonica's practice 
of offering customers discounts for telephone services 
if they sign up for data transmission services. The tech- 
nical director for the Association of Users of Telecom- 
Telefonica is not the only company which has waged 
an aggressive Campaign to increase sales. He notes that 
many companies do not advertise their prices or fees 
claiming that their services are tailored to the individual 
customer. For 1995, the article reports that Telefonica’s 
discounts are already in the 40-percent range. (Madrid 
ACTUALIDAD ECONOMICA in Spanish 5 Jun 1995 pp 
34-36) 

















largest eastern trading partner. Trade with the Baltics 
states alone, however, increased by 76 percent in 1994. 
Sweden is starting to export more finished goods to 


: 
: 


a government-owned company that manages the Milan 
airports, and 934 billion lire from the government and 60 
billion from a CECA loan. (Rome ANSAMAIL Database 
in English 1921 GMT 8 Jun 95) 
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which makes priva- 
tization pointless. (Athens TO VIMA TIS KIRIAKIS in 
Greek 28 May 95 p D4) 
Portugal 
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B hig beidiery. 
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